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DIRECTORS’ REPORT 


Your Directors submit herewith the difty- 
fifth Annual Report of the Company. 
— 

The improvement in the Company’s 
business mentioned in last year’s Report 
continued during 1967 and particularly 
good results were achieved with respect 
to the quality of the business. 

New ordinary insurance written 
amounted to $23,666,650, an increase of 
8.5°/o over 1966. Ordinary business in 
force now stands at $113,373,913, an in- 
crease of 9°/o over last year. Group 
life and annuities both contributed a 
small increase over 1966 with the result 
that all insurance in force amounted to 
$149,179,716, showing an increase of 
7.7°/o over 1966. 

Premium and investment income 
amounted to $3,063,075 and the actu- 
arial reserve for the future benefit of 
policyholders, at $13,074,582 showed an 
increase of $500,424. 

Administrative and agency expenses 
were approximately at the level of 1966. 
However, expenditures for the benefit 
of policyholders were slightly higher 
than in the previous year and the over- 
all result showed a deficit of $68,327 
which was met by a transfer from the 
Development Reserve. 


During the year under review, your 
Company has concentrated on improv- 
ing the quality of its new business. In 
previous Reports your Directors have 
commented upon the wastage and loss 
in the life insurance industry arising 
from the lapsing of policy contracts 
particularly in the early years. The efforts 
of the field force to combine conserva- 
tion with the drive for new business, 
which is the main source of the Com- 
pany’s growth, have shown encouraging 
results and reflect credit upon the Agen- 
cy management. 

During the year your Company en- 
tered the Quebec market and a new 
branch office was opened in Montreal. 
The revision of the Company’s premium 
rates, begun in 1966, was completed 
during the year and modernized forms 
of contract were introduced to improve 
the Company’s competitive position. 

In the latter part of the year, an 1.B.M. 
360 Model 20 was installed and the con- 
version to computer administration was 
completed by the year end. 

While headway continues to be made 
in your Company’s affairs and while 
each year a sounder basis of operation 
is achieved it would be idle to deny 


that there is a long way still to go before 
your Directors will be satisfied with the 
progress of the Company. The objective, 
after all, is a profitable, expanding busi- 
ness distinguished by yearly surpluses. 
Your Directors and the Management are 
addressing themeselves with vigour to 
the problems still facing the Company. 

In the Canadian economy in 1967, 
there was generally a continuation of 
high business activity. Nevertheless, 
some of the adverse factors that had 
been noted in previous reports, as well 
as others of more recent origin, made 
themselves felt; and as the year came 
to an end there was considerable uneasi- 
ness about the future felt in many in- 
dustries. 

The principal factor clouding the out- 
look is a persisting inflationary pressure. 
The cost of living index during the year 
reached a new high point of 151.8 
(basis: 1949 = 100°/o) 4°/o greater than 
in December 1966. Combined with this 
were a sharp rise in government expen- 
ditures and greatly increased costs of 
labour. In last year’s Report mention 
was made of abnormal wage increases, 
some of them in industries where gov- 
ernment had had to intervene in labour 
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disputes. The effect of these settlements 
has begun to filter through the economy 
with the result that the advance in wages 
has seriously outrun improvement in 
productivity. 

The necessity for a country like Ca- 
nada, which depends so heavily on 
foreign trade for its economic health, 
to maintain a high standard of product- 
ivity, cannot be over-emphasized. The 
Governor of the Bank of Canada has 


drawn attention in forceful terms to the 
danger of tolerating inflation. 

Paradoxically, the rising inflationary 
trend has coincided with failure of em- 
ployment to keep pace with the expan- 
sion of the labour force. As a result, 
unemployment has increased to 4.7°%/o 
of the labour force (seasonally adjusted) 
against 3.6°/o at the end of 1966. Un- 
employment is always a political spectre 
and the government has been inhibited 
by it from adopting strong fiscal policies 
to correct the inflationary trend. 

During 1967, total production of 
goods and services increased by 6.7°/o 
in current dollars but only 2.5°/o in real 
terms — the difference being a measure 
of the inflationary conditions already 
described. This compares with a 1966 
result of 10.7°/o in current dollars and 
5.9°%o in real terms. 

Reflecting current internal pressures 
as well as global factors, interest rates 
have moved to unprecedentedly high 
levels. As this Report is written, Bank 
Rate has moved to 7%, the highest 
figure in this century. Prime mortgage 
rates have reached a rate of nearly 9°/o 
and long-term Government of Canada 
bonds have moved to over 6.5°%/o. 


Clearly, market forces are responding 
to the inflationary pressures unassisted 
by fiscal measures and it is questionable 
whether this condition can continue 
without severe damage. Interest rates 
at the existing level are, in the opinion 
of many economists, inconsistent with 
the pattern of social and economic 
growth existing in a country such as 
Canada. 

The most important question in Cana- 
da during the past year has been the 
constitutional issue and, in particular, 
the pressures within the Province of 
Quebec to obtain a status within the 
Confederation more closely reflecting 
the Province’s ambitions. In a remark- 
ably short period of time in terms of 
history, the country appears to have 
swung to the belief that some change 
in the constitution is now essential to 
its survival. While it is too early to say 
what these changes will be and what 
they will mean to the political integrity 
of Canada, it seems clear that important 
concessions will have to be made to the 
aspirations of Quebec if the forces of 
separation are to be overcome. At the 
same time it is also recognized that 
such concessions cannot be permitted 
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to undermine the powers of the central 
authority to govern the country as a 
whole. This problem is undoubtedly the 
most serious one to face the Canadian 
people since 1867 and it will require the 
exercise of a high degree of tolerance 
and wisdom. 

During the year the Company sufferéd 
a great loss in the death of Mr. Charles 
Gavsie, C.B.E., Q.C. Mr. Gavsie’s career 
was an outstanding one as a highly re- 


spected government servant and a distin- 
guished member of the Quebec Bar. 
During the nine years of his membership 
of the Board of Directors, he made a 
most valuable contribution to the Com- 
pany’s advancement. 

To the staff and management of the 
Company and the members of the field 
force, the Directors extend their thanks 
on behalf of the shareholders. A special 
word of appreciation is expressed this 
year to our computer personnel for their 
skill and efforts in preparing and imple- 
menting the conversion to the new 
computer procedures with smoothness 
and efficiency. 


On behalf of the Board, 


A. G. S. GRIFFIN, President, 


P. J. BLOK, Managing Director. 


Toronto, Ontario. 
February 26, 1968. 
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